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§39.9 Scope.

The provisions of this subpart B
apply to any derivatives clearing orga-
nization, as defined under section 1a(15)
of the Act and §1.3(d) of this chapter,
which is registered or deemed to be
registered with the Commission as a
derivatives clearing organization, is re-
quired to register as such with the
Commission pursuant to section 5b(a)
of the Act, or which voluntarily reg-
isters as such with the Commission
pursuant to section 5b(b) or otherwise.

§39.10 Compliance with core prin-
ciples.

(a) To be registered and to maintain
registration as a derivatives clearing
organization, a derivatives clearing or-
ganization shall comply with each core
principle set forth in section 5b(c)(2) of
the Act and any requirement that the
Commission may impose by rule or reg-
ulation pursuant to section 8a(b) of the
Act; and

(b) Subject to any rule or regulation
prescribed by the Commission, a reg-
istered derivatives clearing organiza-
tion shall have reasonable discretion in
establishing the manner by which it
complies with each core principle.

(c) Chief compliance officer—(1) Des-
ignation. Each derivatives clearing or-
ganization shall establish the position
of chief compliance officer, designate
an individual to serve as the chief com-
pliance officer, and provide the chief
compliance officer with the full respon-
sibility and authority to develop and
enforce, in consultation with the board
of directors or the senior officer, appro-
priate compliance policies and proce-
dures, to fulfill the duties set forth in
the Act and Commission regulations.

(i) The individual designated to serve
as chief compliance officer shall have
the background and skills appropriate
for fulfilling the responsibilities of the
position. No individual who would be
disqualified from registration under
sections 8a(2) or 8a(3) of the Act may
serve as a chief compliance officer.

(ii) The chief compliance officer shall
report to the board of directors or the
senior officer of the derivatives clear-
ing organization. The board of direc-
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tors or the senior officer shall approve
the compensation of the chief compli-
ance officer.

(iii) The chief compliance officer
shall meet with the board of directors
or the senior officer at least once a
year.

(iv) A change in the designation of
the individual serving as the chief com-
pliance officer of the derivatives clear-
ing organization shall be reported to
the Commission in accordance with the
requirements of §39.19(c)(4)(ix) of this
part.

(2) Chief compliance officer duties. The
chief compliance officer’s duties shall
include, but are not limited to:

(i) Reviewing the derivatives clearing
organization’s compliance with the
core principles set forth in section 5b of
the Act, and the Commission’s regula-
tions thereunder;

(ii) In consultation with the board of
directors or the senior officer, resolv-
ing any conflicts of interest that may
arise;

(iii) Establishing and administering
written policies and procedures reason-
ably designed to prevent violation of
the Act;

(iv) Taking reasonable steps to en-
sure compliance with the Act and Com-
mission regulations relating to agree-
ments, contracts, or transactions, and
with Commission regulations pre-
scribed under section 5b of the Act;

(v) Establishing procedures for the
remediation of noncompliance issues
identified by the chief compliance offi-
cer through any compliance office re-
view, look-back, internal or external
audit finding, self-reported error, or
validated complaint; and

(vi) Establishing and following appro-
priate procedures for the handling,
management response, remediation, re-
testing, and closing of noncompliance
issues.

(3) Annual report. The chief compli-
ance officer shall, not less than annu-
ally, prepare and sign a written report
that covers the most recently com-
pleted fiscal year of the derivatives
clearing organization, and provide the
annual report to the board of directors
or the senior officer. The annual report
shall, at a minimum:
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(i) Contain a description of the de-
rivatives clearing organization’s writ-
ten policies and procedures, including
the code of ethics and conflict of inter-
est policies;

(ii) Review each core principle and
applicable Commission regulation, and
with respect to each:

(A) Identify the compliance policies
and procedures that are designed to en-
sure compliance with the core prin-
ciple;

(B) Provide an assessment as to the
effectiveness of these policies and pro-
cedures;

(C) Discuss areas for improvement,
and recommend potential or prospec-
tive changes or improvements to the
derivatives clearing organization’s
compliance program and resources al-
located to compliance;

(iii) List any material changes to
compliance policies and procedures
since the last annual report;

(iv) Describe the financial, manage-
rial, and operational resources set
aside for compliance with the Act and
Commission regulations; and

(v) Describe any material compliance
matters, including incidents of non-
compliance, since the date of the last
annual report and describe the cor-
responding action taken.

(4) Submission of annual report to the
Commission. (i) Prior to submitting the
annual report to the Commission, the
chief compliance officer shall provide
the annual report to the board of direc-
tors or the senior officer of the deriva-
tives clearing organization for review.
Submission of the report to the board
of directors or the senior officer shall
be recorded in the board minutes or
otherwise, as evidence of compliance
with this requirement.

(ii) The annual report shall be sub-
mitted electronically to the Secretary
of the Commission in the format and
manner specified by the Commission
not more than 90 days after the end of
the derivatives clearing organization’s
fiscal year, concurrently with submis-
sion of the fiscal year-end audited fi-
nancial statement that is required to
be furnished to the Commission pursu-
ant to §39.19(c)(3)(ii) of this part. The
report shall include a certification by
the chief compliance officer that, to
the best of his or her knowledge and
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reasonable belief, and under penalty of
law, the annual report is accurate and
complete.

(iii) The derivatives clearing organi-
zation shall promptly submit an
amended annual report if material er-
rors or omissions in the report are
identified after submission. An amend-
ment must contain the certification re-
quired under paragraph (c)(4)(ii) of this
section.

(iv) A derivatives clearing organiza-
tion may request from the Commission
an extension of time to submit its an-
nual report in accordance with
§39.19(c)(3) of this part.

(5) Recordkeeping. (i) The derivatives
clearing organization shall maintain:

(A) A copy of all compliance policies
and procedures and all other policies
and procedures adopted in furtherance
of compliance with the Act and Com-
mission regulations;

(B) Copies of materials, including
written reports provided to the board
of directors or the senior officer in con-
nection with the review of the annual
report under paragraph (c)(4)(i) of this
section; and

(C) Any records relevant to the an-
nual report, including, but not limited
to, work papers and other documents
that form the basis of the report, and
memoranda, correspondence, other
documents, and records that are cre-
ated, sent, or received in connection
with the annual report and contain
conclusions, opinions, analyses, or fi-
nancial data related to the annual re-
port.

(ii) The derivatives clearing organi-
zation shall maintain records in ac-
cordance with §1.31 of this chapter and
§39.20 of this part.

§39.11 Financial resources.

(a) General. A derivatives clearing or-
ganization shall maintain financial re-
sources sufficient to cover its expo-
sures with a high degree of confidence
and to enable it to perform its func-
tions in compliance with the core prin-
ciples set out in section 5b of the Act.
A derivatives clearing organization
shall identify and adequately manage
its general business risks and hold suf-
ficient liquid resources to cover poten-
tial business losses that are not related
to clearing members’ defaults, so that
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